DG 00-275

NORTHERN UTILITIES, | NC.

Petition for Authority to Borrow Up to $2,000,000 fromthe
Intrastate Natural Gas Pipeline Revolving Loan Fund

Order Nisi Approving Borrow ng from Revol vi ng Loan Fund

ORDER NO 23,633

February 9, 2001

On Decenber 1, 2000, Northern Utilities, Inc.
(Northern), filed with the New Hanpshire Public Utilities
Comm ssion (Comm ssion) a Petition for Authority to Borrow Up
to $2, 000,000 (the loan) fromthe Intrastate Energy Pipeline
Facility Revolving Loan Fund (Loan Fund). Along with the
petition, Northern filed the Testinony and Exhi bits of Jeanne
M Keane, Northern’s Treasury Manager. The Exhibits included
actual and pro forma bal ance sheet, inconme statenent and
capitalization, estimted issuance costs, the Recomendati on
for Financing of Intrastate Energy Pipeline Facilities
subm tted by the Business Finance Authority of the State of
New Hampshire (BFA) to the Governor and Council on March 10,
2000, various nodel financing docunents, and a copy of the
resol ution by the Governor and Executive Council issued on
March 22, 2000 approving the proposed | oan.

The Loan Fund was established pursuant to RSA 162-

|:3-b for the purpose of funding the acquisition, construction
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and equi pping of new intrastate pipeline facilities; it is
adm ni stered by the BFA.

8§ 162-1:3-b. Intrastate Energy Pipeline Facility
Revol vi ng Loan Fund

|. There is hereby established in the office of
the state treasurer a fund to be known as the
intrastate energy pipeline facility revolving | oan
fund which shall be kept separate and distinct from
all other funds. Moneys in the fund shall be
nonl apsi ng and shall be continually appropriated to
the authority, and shall be used to provide | oans
for the construction of intrastate energy pipeline
facilities in the state in order to increase the
state's ability to neet the energy needs of its
citizens and businesses at the | owest reasonabl e
cost, while providing for the reliability and
di versity of energy sources. The intrastate energy
pi peline facilities shall be eligible for the
revol ving funds upon the operator receiving al
applicable |l ocal, state, and federal permts. Loans
provi ded to operators of intrastate energy pipeline
facilities shall be approved by the governor and
counci | .

The loan will initially be part of the BFA s
tenporary | oans to business program under RSA 162-A:9. Once
the State has issued bonds pursuant to RSA 162-1:3-b, the
interest rate on the |l oan shall equal the interest rate of the
bonds. The loan will be payable over 20 years (40 sem -annua
paynments) and will be secured by a nortgage lien on Northern’s

busi ness office | ocated at 325 West Road, Portsnouth, New

Hanpshi re.
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The tenporary interest rate (prior to the State
i ssuing bonds) is to be 85% of the prinme rate of interest as

reported by The WAIl Street Journal (currently 8.5% and the

interest rate on State issued bonds is expected to be 5.80%
The estimated interest rate for Northern to issue its own
bonds is 9.15%

Northern submtted a |ist of potential projects to
the BFA to determne funding eligibility. On March 10, 2000,
t he BFA recommended to the Governor and Council that it
approve funding of up to $2,000,000 fromthe Loan Fund to
finance Northern’s proposed projects in the New Hanpshire
communi ti es of Rochester, Farm ngton, Sonersworth and Hanpton.
On March 22, 2000, the Governor and Council issued a
Resol uti on approving the proposed $2, 000,000 | oan, stating
that the proposed loan “will preserve or increase the soci al
wel fare or econom c prosperity of the State and one or nore of
its political subdivisions, and will pronote the general
wel fare of the State’s citizens.”

To date, Northern has conpleted the Somersworth
project and will seek reinmbursenment for the project cost
(approxi mtely $350,000) under the ternms of the Loan Fund,
upon Comm ssi on approval of the financing. The renaining

funds will be issued as BFA approved projects are conpl eted.
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Based on the interest differential between the State issued
t ax- exenpt bonds and Northern issued bonds, Northern
antici pates savings of approximtely $200, 000 (net of issuance
costs of $22,500 for the |oan) over the 20-year life of the
$350, 000 | oan.

In response to Comm ssion Staff discovery requests,
Northern indicated that its weighted cost of capital of 9.76%
woul d be lowered to 9.73% as a result of the proposed
financing, using Northern's capital structure as of Septenber
30, 2000. A reduction in the cost of capital should directly
benefit Northern’s ratepayers in Northern s next general rate
case.

We have reviewed Northern's petition in support of
its request for authority to borrow up to $2,000,000 fromthe
Intrastate Natural Gas Pipeline Revolving Loan Fund. G ven
the terms of the |oan, the purpose of the financing and the
potential benefits to ratepayers, we find the petition to be
in the public good pursuant to RSA 369: 4.

Based upon the foregoing, it is hereby

ORDERED NI SI, that the petition of Northern

Utilities, Inc. for authority to borrow up to $2, 000,000 from
the Intrastate Natural Gas Pipeline Revolving Loan Fund, as

filed on Decenber 1, 2000, is APPROVED; and it is



DG 00- 275 - 5-

FURTHER ORDERED, that all docunents submtted to the
Busi ness Finance Authority related to proposed or conpleted
projects for funding through the Intrastate Natural Gas
Pi pel i ne Revol ving Loan Fund shall also be filed with the
Comm ssion prior to, or current with, subm ssion to the BFA
and it is

FURTHER ORDERED, that Northern shall cause a copy of
this Order Nisi to be published once in a statew de newspaper
of general circulation or of circulation in those portions of
the state where operations are conducted, such publication to
be no | ater than February 14, 2001 and to be docunented by
affidavit filed with this office on or before February 28,
2001; and it is

FURTHER ORDERED, that all persons interested in
responding to this petition be notified that they nmay submt
their comments or file a witten request for a hearing on this
matter before the Conmm ssion no |later than March 5, 2001; and
it is

FURTHER ORDERED, that any party interested in
respondi ng to such comments or request for hearing shall do so
no later than March 7, 2001; and it is

FURTHER ORDERED, that this Order Nisi shall be

effective March 8, 2001, unless the Conmm ssion provides
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otherwise in a supplenental order issued prior to the
effective date.
By order of the Public Utilities Conm ssion of New

Hanmpshire this ninth day of February, 2001.

Dougl as L. Patch Susan S. Geiger Nancy Brockway
Chai r man Conmi ssi oner Conmmi ssi oner

Attested by:

Thomas B. CGetz
Executive Director and Secretary



